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The within Lease and all lease rentals and certain other
payments derived therefrom are subject to a security interest
in favor of Provident National Bank as Agent for certain '
lenders under a certain Security Agreement dated as of
August 10, 1979. This Lease has been executed in several
counterparts df which this is Counterpart No. C . To the
extent that this Lease constitutes "chattel paper" or
other collateral within the meaning of the Uniform Commer-
cial Code in effect in any jurisdiction, only the counter-
part stamped or marked "Counterpart Number 1" shall consti-
tute such chattel paper or other collateral.

LEASE. OF RAILROAD EQUIPMENT

• Dated as of May 7, 1980

between

HELEASCO ELEVEN, INC.
as Lessor

and

DELAWARE AND HUDSON
RAILWAY COMPANY

as Lessee.

Filed and recorded with the Interstate Commerce Commission''
pursuant to 49 U.S.C. §11303 on , 1980,
recordation number , and deposited in the
Office of the Registrar General of Canada pursuant to Sec-
tion 86 of the Railway Act of Canada on • , 1980.



LEASE OF RAILROAD EQUIPMENT
dated as of May 7, 1980, between

HELEASCO ELEVEN, INC.
a Delaware corporation (the "Lessor")

AND .

DELAWARE .AND HUDSON RAILWAY COMPANY,
a Delaware corporation (the "Lessee")

WHEREAS, Lessor is the owner of certain units of
railroad equipment described in Schedule 1 hereto and such
equipment is subject to the lien and security interest granted
to Provident National Bank as agent (the "Agent") for
General American Life Insurance Company, Indianapolis Life
Insurance Company and Continental American Life Insurance . ,
Company (collectively the "Lenders") as evidenced by a certain
security agreement between Lessor and Agent dated as of
August 10, 1979 (the "Security Agreement"); and

WHEREAS, the units of railroad equipment described
in Schedule 1 were originally leased to National Railway
Utilization Corporation and Pickens Railroad Company ("Former
Lessees") under a lease dated as of May 31,1979 ("Former
Lease") with the road numbers set forth on Schedule 1 hereto
and Agent has terminated the Former Lease and directed the
Former Lessees to return all of the units of railroad equip-
ment described in Schedule 1 hereto as soon as possible; and

\

WHEREAS, the Lessee desires to lease from Lessor
and Lessor desires to lease to Lessee such number of the
units of railroad equipment described in Schedule 1 hereto
as are returned by the Former Lessees (the'"Equipment")
but only as provided hereinafter; and

WHEREAS, Lessee will consent to the assignment
of this Lease to the Agent and acknowledge Agent's lien
and security interest in. the Equipment;

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter
mentioned to be kept and performed by the Lessee, the Lessor
hereby leases the Units to the Lessee upon the following terms
and conditions: ;

Section .1. This Lease is a net lease; the Lessee's
obligations hereunder shall be absolute and unconditional, and,
except as herein specifically provided in Section 7, the
Lessee shall not be entitled to any abatement of rent,
reduction thereof or setoff against rent, including, but not
limited to, abatements, reductions or setoffs due or alleged



:f£. ,-LwO be due by reason of any past, present 'or future claims of
the Lessee against the Lessor under this Lease or under the
Security Agreement or any other instrument confirming the •
lien of Agent in this Lease or the Equipment leased hereunder
(collectively "Security Documents"), or against the Builders
identified in Schedule 1 hereto, the Lender or any financial
institution providing funds to the Lessor for the purpose- of
financing or refinancing the "Units", as described in
Section 2.3 hereof, or otherwise; nor, except as otherwise
expressly provided herein, shall this Lease terminate,,
or the respective obligations of the Lessor or the Lessee
be otherwise affected,.by reason of any failure of Lessor
to deliver any of the units of railroad equipment from the
Former Lessee or any defect in or damage to or loss of posses-
sion or loss of use or destruction of all or any of the
Units from whatsoever cause, any liens, encumbrances or rights
of others with respect to any of the Units, any prohibition

. or restriction against the Lessee's use of all or any cf
the Units, the interference with such use by any person or
entity, the invalidity or unenforceabiiity or lack of cue
authorization of this Lease, any insolvency of or any bank-
ruptcy, reorganization or similar proceeding against the
Lessee, or for any other cause whether similar or dissimilar
to the foregoing, any present or future law to the contrary
notwithstanding, it being the intention of the parties hereto
that the rents and other amounts payable by the" Lessee here-
under shall continue to be payable in all events in the manner
and at the times herein provided unless the obligation to pay
the same shall be terminated pursuant to the express provisions
of this Lease. To the extent permitted by applicable law,
the Lessee hereby waives any and all rights which it may now
have or what at any time hereafter may be conferred upon it,
by statute or otherwise, to terminate, cancel, quit or sur-
render the Lease of any of the units except in accordance
with the express terms hereof. Each rental or other payment
made by the Lessee hereunder shall be final, and the Lessee
shall not seek to recover all or any part of such payment from
the Lessor or the Lender for any reason whatsoever.

Section 2. Redelivery from Former Lessee; Prepara-
tion and Delivery to Lessee.

2.1 Lessor will use its best efforts to cause the
Former Lessees to deliver the units of railroad Equipment to

.: Lessor's possession or control as soon as possible after the
date hereof and Lessor at its own expense will remove or cause
to be removed all decals from said redelivered units and will
'cause such, redelivered units to be painted with the colors,
marks and stencils of Lessee,, all as provided hereinafter in,̂
Section 2.2 hereof. .

2.2 Lessor and Lessee have executed as of.the date
hereof the letter agreement regarding repainting and repair, a*
copy of which is attached hereto as Exhibit A.



. i 2.3 The Lessor will cause the units of railroad ecuip-
$t KsAt to be delivered to the Lessee .at Lessor's expense as pro-
vided in the letter agreement attached hereto as Exhibit A". •• •'

2.4 Upon delivery of any such unit of railroad equip-
ment as provided in Section 2.3 hereof, the Lessee will cause
an.employee or agent of the Lessee to inspect each unit and,
'if such -unit is found to be acceptable, shall accest delivery
of such unit.as Equipment under this Lease for repainting,
whereupon, except as provided in the next sentence hereof, such
unit shall be deemed to have been delivered to and accepted by
the Lessee and 'shall be Equipment and "Units" subject thereafter
to all the terras and conditions of this Lease. When any .Unit
has been repainted, Lessee shall execute and deliver to the
Lessor a confirmatory certificate of inspection and acceptance
(the "Certificate of Inspection and Acceptance") in the form
attached hereto as Exhibit B, stating that such Unit has been
inspected, accepted, repainted and is marked in accordance with
Section 5 hereo.f.

2.5 Simultaneously with the execution of this Lease,
the Lessee is entering into a lease of like railroad equipment,
also as lessee, with the Lessor's ^affiliate, Eeleascc Twelve,
Inc., as lessor (the "Second Laase"). Subject to all of the
other provisions of this Lease-, the Lessee agrees to lease all
of the units described.in Schedule 1 subject to the following
conditions: . .

(a) If at least 90 percent of the total combined
units which may be covered by.both this Lease and the Second
Lease have been delivered by. Lessor and accepted for
repainting at facilities approved by Lessee on or before
August 31, 1980, the Lessee will be obligated, but only
until August 31, 1981, to accept delivery of all remaining
undelivered units subject to this Lease.

(b) If less than 90 percent of the combined
units set forth in Schedule 1 of both this Lease and the
Second Lease have not been delivered by Lessor and
accepted for repainting at facilities approved by Lessee
on or before August 31, 1980, but the total combined
number of units of equipment either repainted or in
Lessor's possession or-control pending repainting (as
certified to Lessee by Lessor) as of August 31, 1980
equals at least 90 percent of the total combined units
set forth in Schedule 1 of both this Lease and the Second
Lease/ then in such case Lessee shall accept additional
units delivered hereunder during September, 1980, and if
the Lessor shall during such time cause to be delivered
and the Lessee shall accept, a sufficient number of com-
bined units so that the Lessee is in possession of at least. •
said combined 90 percent of the total units which may '
be covered by this Lease and the Second Lease on or before
September 30, 1980, the Lessee will thereafter be obli-
gated, but only until August 31, 1981, to accept delivery
of all remaining undelivered units subject to this Lease.



'• JLJ The Basic Term of this Lease shall commence on
'October 1, 1980. The Basic Rent for any unit accepted after

"• the commencement of the Basic Term shall be reduced by the
number of quarters and/or fractions thereof for the time period
after October 1, 1980 up to and including the date of execution
by Lessee of a Certificate of Inspection and Acceptance here-
under. As to fractions of a quarter, rent shall be reduced by .
the daily interim rate set forth in Section 3.1 for each day
of the quarterly period such Unit was not-accepted by means of
a Certificate of Inspection and Acceptance hereunder executed
by Lessee, arid the pro rata.Basic Rent for such quarterly
period shall be due and payable on the fifteenth (15th) day
of the month following such acceptance.

Section 3.

3*1 Basic Rent. The Lessee agrees to pay to the-
Lessor as rental.for each unit subject to this Lease one
interim payment and 53 consecutive quarterly payments payable

" in .advance. The interim payment for each such Unit previously
accepted by Lessee shall be payable on October 1, 1980, and
shall be in an amount equal to the product of the Purchase
Price set forth in 'Schedule 1 hereto for such Unit multi-
plied by .031627 percent for each day elapsed from and
including the date of issuance for the Certificate of
Inspection and Acceptance for such Unit to, but not inclu-
ding, October 1, 1980. The 58 quarterly payments are pay-
able on October 1, January 1, April 1 and July 1 in each
year, commencing October 1, 1980, to .and including.January 1,
1995. Basic Rent for any Unit accepted by Lessee between
September 15 and September 30, 1980 and otherwise due October 1,
1980 shall be due and payable on October.15, 1980. Each
such quarterly payment shall be in an amount equal to 2.8464
percent of the Purchase Price of each such unit then subject
to this Lease.. The interim payment and the quarterly payments
hereinbefore described are thereinafter referred to as the "Basic
Rent." The date on which each payment of Basic Rent is due as .
aforesaid is herein referred to as the "Due Date."

• 3.2 Rent Payments. If any rental payment date
referred to above is not a business day, the rental otherwise
payable on such date shall be payable on.the next business
day. The term "business day" , as used herein., means a
calendar day, excluding Saturdays, Sundays and any other day
on which banking institutions in Philadelphia, Pennsylvania

1 are authorized or obligated to remain closed.. The Lessor
irrevocably instructs 'the Lessee to make all the payments
provided for in this Lease (including, but not limited to,
the payments provided for in this Section- 3 and in Section 7
hereof), at the principal office of the Agent, for the accoun-t.
of the Lessor in care of the Agent, with instructions to the
Agent to apply such payments in accordance with the provisions
of the Security Agreement and to pay any balance immediately
by wire transfer to the Lessor at such place as the Lessor
shall specify in writing. The Lessee agrees to make each
payment provided, for herein as contemplated by this paragraph
in federal or other funds iismeciately" available, to the Agent
by 11:00 a.m. in the city where such payment is to be made,
on the date% such payment is due. . '



\ \ • 3.3 Rent Upon Default. After the occurrence of
"an'V event of default under Section 10 hereof and so long as
such event of default shall continue and this Lease shall not
have been terminated, in addition to the rental for each unit
payable pursuant, to the preceding subsections 3.1 and 3.2, any
nonpayment of rental shall result in the obligation on the
part of Lessee to pay also an amount equal to 16 percent -
per annum (or the lawful rate, whichever is less)"of the over-
due rentals for the period of time during which they are over-
d u e . . . . . • • • • • • • • • • "

. . * ' . - • . ' •' '

Section 4. Term of Lease. .The term of this Lease
as to each Unit shall begin on the date the unit is accepted
for repainting by Lessee. However, the obligation of Lessee
for Basic Rent shall not commence until issuance by Lessee of its
Certificate of Inspection and Acceptance, and subject to the
provisions of Sections 7, 10 and 13 hereof, shall terminate on
March 31, 1995. The Basic Term shall commence on October 1, .
1980, and, subject to the provisions of Sections 7, 10 and 13
hereof, shall terminate on March 31, 1995. The obligations
of the Lessee hereunder under Sections 6, 7,. 9,(paragraph 3
only) 14 and 17 hereof.shall survive the expiration of .the term of
this Lease. ". . .

Notwithstanding anything to the contrary contained
herein, all rights and obligations of the Lessee under this
Lease and in and to the Units are subject to the rights of the
Agent under_the Security Documents. If an event of default
should occur under the Security Documents, the Agent may termi-
nate this Lease (or rescind its termination), all as provided
therein; provided, .however, that, so long as (i) no Event of
Default exists hereunder and (ii) the Lessee is .complying
with, the provisions' of the Consent and Agreement, this Lease
may not be terminated and the Lessee shall be entitled to the
rights of possession, use and assignment provided under Section l:
.hereof. ' . . . . , . . - . ' - . . . .

• Section 5. Identification Marks. After the initial
repainting and renumbering at Lessor1s expense as provided in
Exhibit A, Lessee shall thereafter, at its own expense, cause
each Unit to-be kept numbered with the Lessee's new road number
set forth in Schedule 1 hereto, or in the case of any Unit
not there listed, such road number as shall be set forth
in any amendment or supplement hereto extending this Lease
to cover such Unit and will keep and maintain, .plainly, dis-
tinctly, permanently and conspicuously marked on each side
of each Unit, in letters not less than one inch in height,
the words: • . .

"OWNERSHIP SUBJECT TO A SECURITY AGREEMENT
FILED UNDER THE INTERSTATE COMMERCE ACT, 20-C."

' '":;•.•'-,'. -" •;•'..,.' or • . . . . - '

"TITLE TO THIS CAR IS SUBJECT TO DOCUMENTS RECORDED
WITH THE INTERSTATE COMMERCE COMMISSION."
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-yj.th appropriate chances thereof and additions thereto as from
time to time may be required by law in order to protect the
Lessor's title to and interest in, and Agent's interest in,
such Unit and the rights of the Lessor under this Lease 'and
the rights of the Lender under the Security Documents. The
Lessee will not place or permit any such Unit to be placed
in operation or exercise any control or dominion over the '
same until such words shall have been so marked and.will
replace promptly any such markings which may be removed,
defaced or destroyed. The Lessee.will not change or permit
to be. changed th;e road number of any Unit unless and until
(i) a statement of new number or numbers to be substituted
therefor shall have been filed with the Agent and the Lessor
and duly filed, recorded and deposited by the Lessee in all
offices where the Lease and the Security Documents shall have
been filed and (ii) the Lessee shall have, furnished the Agent
and the Lessor an opinion of counsel to such effect and that
.no other filings are necessary to protect Lessor's and Agent's
rights in and to such Units in the United States or Canada.
The Units may be lettered with the names "or initials or other
insignia customarily used by the Lessee or its affiliates.

•

Except as provided in the preceding paragraph, the
Lessee will not allow the name of any person, association or
corporation to be olaced on any Unit as a designation that
might be interpreted as a claim of ownership. Any markings
indicating that any Unit has been assigned to a specified
shipper shall not be interpreted as a claim of ownership.

§ 6. Taxes. 'All payments to be nade fay the Lessee hereunder will
be free of expense to the Lesser for collection or other charges and
will be free of expense to the Lessor with respect to the arour.t of any
local, state, Federal, or foreign taxes (other than any United States
Federal ir.ccne tax payable by the Lessor in ccnsequsncs of the receipt
of payments provided for herein and,' to the extant that the Lessor
receives credit therefor against its United States Federal inccre tax
liability, any foreign income tax, and other than the aggregate -of all
state or local taxes Treasured by net inccra based on' such receipts and
value added taxss in lieu of such net inccse taxes up to the amount of
any such taxes which would be payable to the state and locality in .
which the Lessor has its principal place of business without appcrticr.-
nsnt to any other state and other than the araount of such excess state
and* local taxes to the extent that thev reduce anv other taxes, savable
by the Lessor and other than any state franchise tax which is not based
.en. or measured, by net inccms, except any such tax "which is in substitu-
tion for or relieves the Lessee from the payment of taxes which it would-
otherwise be obligated to pay or reimburse as herein provided) or license
fees, assessments, charges, fines or penalties (ail such expenses,
taxes, license fees, assessments, charges, fines and penalties being
hereinafter called "impositions") hereafter levied or imposed upcn or in

• connection, with or measured by this Lease cr any sale, rental, use,
payment, shipirant, delivery or transfer of title under the terrs hereof



wrj.cn may oe impcsez upon any Ur.it or for the use cr operation thereof
cr upon the earnings arising therefrom (except as provided above) or
~upcn the Lessor by reason of its ownership thereof and will keep at all
tires all and every part of such Unit free and clear of ail dispositions
(other than under the Security Agreement) which right in any way affect
the title of. the Lesser cr the interest of the Lessor cr result in a
lien upon any such Unit; provided, however, that the Lessee shall be
under no obligation to pay any impositions of any kind so long as such,
imposition remains unpaid and the Lessee is contesting in its own name.
and in good faith and by appropriate • legal cr administrative proceedings
such impositions, or the Lessor is required to contest such dispositions
as provided in this § 6, and the nonpayment thereof does not, in the
reasonable opinion of the ..Lessor/ adversely affect the title/ property
cr rights of the Lessor hereuncar or the Lessor or the Lender under the
Security Dccvznsr.ts. The Lessee agrees to give the Lessor notice of such
contest brought in the Lessee's narre within 30 days after institution
thereof and the Lessor agrees to provids such information as may be
reasonably requested by the Lessee in furtherance of such contest. If
any impositions shall have been charged or levied against the Lessor
directly and .-paid by the Lessor/ the Lessee shall pay the Lessor on
presentation of an invoice therefor-if the Lessor shall have been legally
liable with respect thereto (as evidenced by an opinion of counsel for
the Lessor) cr the Lessee shall have approved the payment thereof, and
the Lesser agrees to give the Lessee written notice promptly after it
first obtains knowledge of the making cf such charge or levy, and agrees '
to take such ether action 'as may reasonably be requested by the Lessee
for the purpose of contesting payment cr obtaining refund of .all or a
portion of such imposition, as- hereinafter provided in this § 6.

•

Lessee agrees to and does.hereby indemnify Agent ,
and. Lenders with respect to impositions to the sane extent
as Lessor is indemnified under this Section 6. Accordingly,
the term "Lessor"/• as used in this Section 6, shall be read
as "Lessor and/or Agent and Lender" as is appropriate in
the.context in which it is used. Notwithstanding the fore-
going/Lessee shall not be responsible for any "imposition"
resulting from any use of a Unit by the Former Lessees.

. . •• f . ••

In. the event any returns/ statements or reports with respect
to impositions involving any Unit are required to be made, the Lessee
will make such returns/ statements and reports in such manner as to shew
the interest of the Lesser and the Lender in such Units, as shall be
satisfactory to them or, where net so permitted, will notify the Lessor
and the Lender cf such requirement and will prepare and deliver such
reports to them within a reasonable period of tirs prior to the time
such reports are to be filed in such manner as shall be satisfactory to

• them; provided, hcwever, that the Lesser shall, with respect to any
state or political subdivision thereof of the United States cf America,
file required returns, statements and reports relating to sales or use-
taxes, and taxes, fees, and charges on or measured by Lessor's earnings
or. cross receipts arising from the Units, or the value added, by the
Lesser thereto as the Lessee shall determine are required to be filed,
ana as shall be prepared by the Lessee, and the Lesser shall remit the
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^ -—reports shall be borne by the Lessee. To the extant that the Lessor has

'• information necessary to the preparation of such returns, statements, and
reports, it will furnish such information to the Lessee.

In the event that, during the continuance of this Lease, the
Lessee becomes liable for the •payment cr reimbursement of any imposition,
pursuant to this § 5, such liability shall continue, notwithstanding; the
expiration of this Lease, until all such impositions are paid or -reimbursed
by the Lessee.

În the event the Lessee nay be prohibited by law or is impaired
from contesting in its own name any 'imposition covered by this § S in
respect cf which the Lasses would otherwise be required to make payments
to the Lessor pursuant hereto, the Lessor shall, upon request and at the
expense cf the Lessee, take all legal and other appropriate action
reasonably requested by the Lessee to contest such imposition. The
Lessor shall not be obligated to take any such action unless the Lessee
shall first have indemnified the Lessor for all liabilities and expenses
•which, may be entailed therein. The Lessee shall indemnify and hold the
Lessor harmiless frcn and against any and all claims, costs, expenses,
damages, losses and liabilities' incurred in connection therewith as a
result of, or incident to, any action taken by the Lessor or Lessee
under this § £. The Lessee shall be entitled to any refund received by
the Lessor or the Lessee in respect of any imposition paid by the Lessee, -
provided no Event of Default (cr other event which, after notice or
lapse of time cr both, would become an Event of Default) shall have
occurred, and be continuing. - '

The- Lessee shall, whenever reasonably requested by the Lessor,
subcr.it to the Lessor copies of returns, statements, reports, billings
and remittances, or furnish other evidence satisfactory to the Lesser cf.
the Lessee's performance of its duties under this § S. The Lessee shall
also furnish promptly upon request such data as the Lessor reasonably
may require to permit the Lessor's compliance with the requirements of
taxing-jurisdictions.

The amount which the Lessee shall be required to pay with
respect to any imposition which is subject to indemnification under this
§ 6 shall b<s an amount sufficient to restore the Lessor to the same net
after-tax rata of: return and. after-tax cash'position, after considering
the effect of such payment en its United States Federal income taxes and
state and city income, taxes or franchise taxes based on net income, that
the Lessor would have been in had such imposition not been imposed.

§•.7. Maintenance; Casualty Cccurrances; Insurance. The Lessee
agrees that, at the Lessee's cwn cost and expense, it will be raspcnsible
for all maintenance and repairs required to maintain and keep all of ths
Units which are subject to this Lease in gccc operating order, repair •.
and condition, eligible for interchange service, and in compliance with
the requirements of any governmental authority having jurisdiction
thereof. . . . . . . " , t

In the event, that any Unit shall be cr become lest, stolen,
destroyed, cr, in Lessee's reasonable dê rmination, worn out, irr spar ably
damaged or.rendered permanently unfit for use, from any cause whatsoever,*
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or taken or requisitioned by condemnation or otherwise resulting
in loss of possession by the Lessee for a period in excess of
90 consecutive days, except requisition for use by the United
States Government or any other governmental . authority ("Govern-
ment") for a. stated period not to exceed the remaining term of
the Lease (such occurrences being hereinafter called Casualty
Occurrences) , prior to the return of such Unit in the manner
set forth in Section 14 hereof, the Lessee shall promptly and
fully notify the Lessor and the Lender with respect, thereto.
On the rental payment next succeeding such notice, the Lessee
shall pay to the Lessor an amount equal to the rental payment
or payments in respect of such Unit due and -payable on such
date plus a sum equal to the Casualty Value (as hereinafter
defined) of such Unit as of the date of such payment in
accordance with the schedule referred to below. Upon the making
of such payment by the Lessee in respect of any Unit, the rental
for such Unit shall csase to accrue, the term of this Lease as to such
Unit shall terminate and (except in the case of the loss, theft, or ccra-'
pleta destruction of such Unit) -the Lessor shall be entitled to recover
possession of such Unit and 'the Lessee shall pay all ccsts of removal of
such Unit and of freight to the place designated by Lessee for the cispcsa.
of the Ur.it as hereinafter set forth and any storage costs incurred until
such disposal. ' '*

The Casualty Value of each Unit as of the payner.t data on
which pay-rant is to bs mace as aforesaid shall be an amount equal to the
percentage of the Purchase Price of such Unit set forth in Schedule 2
hereto applicable to such payment data.

Whenever any Unit shall suffer a Casualty Occurrence af
te=?±T;ation 'of this Lease at -the. e:<piraticn of the original or extended
tern thereof and before such Unit shall have beer, returned in . the raanner
provided in § 14 hereof, the Lessee shall prcqptly and fully 'notify the
Lessor with 'respect thereto and cay to tl«s Lessor an amount equal to trie
Casual ty Value of such Unit, which shall be 30% of the Purchase Price cf
such Unit (unless such termination occurs after the term of this' Lease
has beer, extended pursuant to § 13 hereof, in which case the amount of
such Casualty Value shall be as agreed upon between the Lessor and the
Lessee at the tirre of such extension) . Upon the making of any such
peymer.t by the Lessee ir. respect of any Unit (excapt in the case of the
loss , theft or ccmplete destruction of such Unit) , the Lessor shall be
entitled to raccver possession of such Unit.

The Lessor hereby appoints the Lessee' its ager.t to dispose cf

" basis. Provided that the Lessee has previously paid the Casualty
lue to the Lessor, has made any payments required 'by § 6 hereof ana1 r.c

is1
Value
Event cf Default or event which, after notice or lapse of tirre or both,
would have beccrs an Event of Default shall have occurred and be • ecr.tinui:
the Lessee shall be entitled, to a fee of ten percent (10%) cf the proceed'
of such sale.and, in addition thereto, to the"balance of the proceeds of
such sale, after raijrburserent to Lesser of its expenses incurred in
connection with such sale, to the extent they do net exceed the Casualty
Value cf such Unit and shall pay any excess to the .Lessor.
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In the event of the requisition for use (which is not

a Casualty Occurrence) by Government of any Unit during ,the
term of this Lease or any renewal thereof, all of the Lessee's
obligations under this Lease with respect to such Unit,
including, without limitation, the obligation to make rental
payments as provided in Section 3 hereof, shall continue to the.
same extent as if such requisition had not occurred, except that
if such Unit is returned by the Government at any time after
the end of the term of this Lease, the Lessee shall be obliga-
ted to return such Unit to the Lessor pursuant to Section 11 or
Section 14 hereof, as the;case may be, promptly upon such return
by the Government rather than at the end of the term of this
Lease, but the Lessee shall, in all other respects, comply
with the-provisions of said Section 11 or Section 14, as the
case may be, with respect to such Unit. All payments received
by. the Lessor or the Lessee from the Government for the use during
the term or any extended term of this Lease of such Unit by the
Government shall be paid over to, or retained by the Lessee
provided no Event of Default (or other event which, after notice
or lapse of time or both, would become an Event of Default) shall
have occurred and be continuing; and all payments received by
the Lessor or the Lessee from the Government for the use after
the term of this Lease of such Unit shall be paid over to, or
retained by, the Lessor. -

Except as hereinabove in this Section 7 provided, the
Lessee shall not be released from its obligations hereunder in
the event of, and shall bear the risk of, any Casualty Occur-
rence to any Unit from and after delivery and acceptance thereof
by the Lessee hereunder. .

The Lessee will, at all times prior to the return of the
Equipment to the Lessor, at its own expense, cause to be carried and
maintained.all-risk, physical loss and damage insurance in respect of
the Units in an amount at least equal to the Casualty Value of such
Units at the time subject hereto,unless such insurance shall
not be available generally within the industry, and.public
liability insurance in amounts (but not less than ?3,000,000
per accident)- and against risks customarily insured against
by others in the Lessee's industry in respect of similar
equipment. All such insurance shall be in such form and written
by such companies as may be reasonably acceptable to the Lessor
and Agent. All. policies evidencing such insurance shall
contain an agreement by the insurers that such policies shall
not be cancelled or the amount of coverage thereof or persons
covered thereunder adversely changed without at least 30 days'
prior written notice .to the Lessor and I the Agent by the
insurers or the insurers' authorized representative, as the
case may be. All policies shall name as additional assureds .
(as their interests may appear) the Lessor, and Agent so long
as the indebtedness/ if any, evidenced by the Security Documents
shall not have been paid in full, and thereafter to the Lessor
and the Lessee as their interests may appear. If the Lessor
shall receive any insurance proceeds or condemnation payments
.in respect of a Unit suffering a Casualty Occurrence, the
Lessor shall, subject to the Lessee having mace payment of
the Casualty Value in respect of such Unit and. provided that



no iver.t cf Default (or other event which, after notice or lapse of tire or
both, would become an Event cf Default) shall have occurred, and be ccntir.ui
pay such proceeds cr ccndennaticn payments to the. Lessee up to an amount
ecuai to the Casualty Value with respect to a Unit paid by the Lessee
ano an*-* csj.5-T.c2 or sucn proceeos or ccn—srrrisc^.cr. payments sna_^. rsmam
the property cf the Lessor. All insurance proceeds received by the.
Lessor in respect of any .Unit not suffering a Casualty Gccurr~r.es shall
be paid to the Lessee upon proof satisfactory' to the Lessor that any
damage to such Unit in rsspecz of which such proceeds were paid has. been
fully rep-aired, and provided that no Event of Default (Q- other event which
after notice cr lapse of tins or both, would bacons an Event' of Default)
shall.have occurred and be continuing.

Section 8. Reports and Inspection. Or. or before
March 31 in each year, co-fencing with the calendar year 1931,
the Lessee will furnish to the-Lessor and the Lender (a) an
accurate statement (i) setting forth as at the preceding
December 31 the amount, description and numbers, of all Units
than leased hereur.dar and covered by the Security Documents,
the amount, description and numbers of all Units .that have
suffered a Casualty Occurrence during the preceding calendar
year or are then undergoing repairs cr then withdrawn from
use pending such repairs and such other information regarding
the condition and state.of repair of the Units as the Lessor
or ths Lender may reasonably request, (ii) stating that, in the casa Of
all Units repainted or repaired during the period covered by such staten=ir.-.
the numbers and markings required by § 5 hereof and by the Security
Documents have been preserved cr replaced and (iii) setting forth a
description of the insurance in effect with respect to the Equipment
pursuant to § 7 hereof, and (b) a certification of insurance coverage
from the Lessee's independent broker stating the aircunts of such insur-
ance in effect. The Lessor, at its sole cost and expense, shall hsvs
the right by its agents, to inspect the Units and' the Lessee's records
with respect thereto at such reasonable times as the Lessor may request
curing the continuance of this Lease. The Lessee shall promptly notify
the Lessor and the Lender of any material changes cr any material pro-
posed changes of which the Lessee has knowledge in. its insurance cover-
age in effect with respect to the Equipment pursuant to $ 7 hereof.

The Lessee shall furnish to the Lessor and Lender the reports
required to be furnished to tha Lessor pursuant to Er-iiibit .-. attached heret

Section 9. Disclaimer of Warranties; Compliance With
; Laws and Rules. THE LESSOR REPRESENTS THAT IT ACQUIRED -TITLE

TO THE UNITS DIRECT FROM THE BUILDER INDICATED ON SCHEDULE 1,
HAS MADE NO TRANSFER 0? ANY INTEREST IN THE UNITS EXCEPT FOR THE
SECURITY.INTEREST TO AGENT AND THE LEASEHOLD INTEREST OP THE FORMER
LESSEES', 'WHICH LEASEHOLD INTEREST'.HAS NOW BEEN TERMINATED. "THE ''
LESSOR MAKES NO OTHER WARRANTY OR REPRESENTATION," EITHER EXPRESS OR
IMPLIED, AS TO THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY
OF THE MATERIAL, EQUIPMENT. OR WORKMANSHIP IN, THE UNITS DELIVERED
TO THE LESSEE HEREUNDER, AND THE LESSOR MAKES NO WARRANTY. OF

. MERCHANTABILITY OR FITNESS. OF' THE UNITS FOR ANY PARTICULAR



PURPOSE OR AS TO TITLE TO TEE UNITS OR ANY COMPONENT THEREOF,
OR AS TO THE LESSEE'S RIGET TO QUIET ENJOYMENT THEREOF (EXCEPT
AS TO ACTS OF THE LESSOR) , OR ANY OTHER REPRESENTATION OR WAP-PAM'.
EXPRESS OR TMaT.rrn-, tfiTH RESPECT TO ANY UNIT, 2T2-ZR GPGE DELIVERY
THEREOF TO THE LESSEE OR CTEESfISS, it being agreed that ail such risks,
as betwe-ar. the Lessor and the Lessee are to be borr.s by the Lessee; but
the Lessor hereby irrevocably appoints and constitutes the Lessee its
agent. and at̂ cmey-in-fact curing the tersi of this Lease to assert "and
enforce fron tins to tins, in the nans of and for the account of ths
Lessor and/or the Lessee, as their interests nay appear, at the.Lessee's
sole costs and expense, whatever claims and rights the Lessor nay have
against the Builder under the provisions of Sections 6 and 7 of the
Purchase Agreement; provided, 'however, that if at any tira an Event of
Default shall have occurred and be continuing, the Lessor iray assert and
enforce, at the Lassee' s sole cost and expense, such claims and richts.
The Lessor shall have no responsibility or liability to the Lessee or
any other person with respect to any of the following:;. (i) any liability,
loss or dan-ace caused or alleged to be caused directly or indirectly by
any Units or by any inadequacy thereof or deficiency or defect thersin
or by any other circurstar.ces in connection therewith; (ii) the use,
operation or performance of any Units or any risks relating thereto;
(iii) any interruption of service, loss of business or anticipated
profits or consequential caraces; or (iv) the delivery, operation,
servicing, maintenance, repair, isKroverrant or replacement of any Units.
The Lessee's delivery of a Certificate of Inspection and Acceptance
shall be conclusive evidence as between the Lessee and the Lessor that
the Units described therein are in all the foregoing respects satisfactory
to ths Lessee, and the Lessee will not assert any dais; of any nature
•whatsoever against the Lessor based on any of the foregoing -attars.

. " • The Lessee agrees, for the benefit of the Lessor and the
Lender, to ccsply in all respects (including without limitation, with
respect to the use, neintanar.ce and operation of each Unit) with all
applicable laws of the jurisdictions in which its operations involving
the Units may extend, with, all lawful rules of the U.S. Depart-
ment of Transportation, the Interstate Commerce Commission
and any other.legislative, executive, administrative or
judicial body exercising any power or jurisdiction over the
Units and with all applicable interchange rules, to the
extent that such laws and rules affect the title, operation or
use of the Units, and in the event that, prior to the expiration'of this
Lease or any renê -al thereof, such laws, or rules require any alteration,
replacement, addition or modification of or to any part on any Unit, the
Lessee will conform therewith at its own expense; provided, however,
that the Lessee nay, upon written notice to the Lessor and Lender, at
its cwn expense, in good faith,, contest the validity or application of
any such law or role in any reasonable iranner which does not, in the,
reasonable opinion of the Lessor or the Lender, adversely affect the'.
property or rights of the Lessor or the Lender under this Lease or under
the Security Doctrnents. The Lessee, at its cwn cost and expense, iray
furnish other additions, rodificaticns and in=rovensnts to the Units
curing the term of this Lease. Any additions, modifications and irprove-
irents rrade by the Lessee (other than additions, modifications and. issrcve-
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•issr.ts .required to maintain each Unit's eligibility for ir.tsrchar.ee -
service or to ccrrply with the provisions of the first paragraph of S 7
or the first sentence of this paragraph) which are readily removable
without causing -atarial damage to the Units shall be owned by the
Lessee and, provided Lessee shall repair the damage caused by" such
removal, rray, except if ar. Event of Default or an event which, with the
lapse of tisra and/or derand, or both, shall constitute an Event of. Default,
shall have occurred and then be continuing, be reroved by the Lessee at
any .tirre during the tarsi of this Lease or any renewal thereof and prior
to the return thereof to the Lessor pursuant" to § 14 hereof. " '

%

Except for: breach by Lessor of the warranty
set forth at- the outset of this Section 9, the Lessee agrees
to indemnify, protect and hold harmless the Lessor, Agent
and Lenders from and against all losses, damages, injuries,
liabilities, claims (including without limitation claims for
strict liability in tort) and"demands whatsoever, regardless
of the cause thereof (except for Lessor's willful misconduct
or negligence) and expenses in connection therewith,
including, but not limited to, counsel fees and expenses,
patent liabilities, penalties and interest, arising out of
or as a result of the entering into or the performance of
this Agreement or the occurrence of an Event of Default

.• hereuncer or an Event of Default under the Security Docu-
ments arising as a result thereof, this Lease, the ownership
of any Unit, the use, operation, condition, storage or
return of any Unit or any accident in connection with the
operation, use, condition, possession, storage or return of
any Unit resulting in damage to property or injury or death
to any person, except as otherwise provided in Section 14
of this Lease, or the transfer of title to the Equipment by
the Lender pursuant to any provision of the Security Documents
resulting from a default under this Lease. The indemnities
arising under this paragraph shall continue in full force
and effect notwithstanding the full payment of all obligations
under this Lease or the termination of .this Lease and-the
•return of the'Units as provided in Section. 14 of this Lease;
provided, however, that the foregoing indemnification shall
not apply to any failure of payment of the principal of or
interest on the Note Indebtedness and. shall not be deemed
to operate as a guarantee of the residual value of any Unit.
The amount the Lessee shall be required to pay with respect
to. any o.f its- obligations under this paragraph shall include
a payment to the indemnified party sufficient to restore such
party to the same position, after considering the effect
of such payment on its United States federal income taxes
and state and city income taxes or franchise taxes based on
net income, that the indemnified party would Have been in
had the liability or expense indemnified against not been
incurred. . • •. ....-. •' - •• .. .. • • . . •

The Lessee shall not be released frcm its oblications hsrsunder
in the event of any dan-age to or the destruction or loss "of anv or all
of. the Units. • , .

The Lessee agrees to prepare and deliver to the Lessor within
a reasonable tits prior to the required cats of filing -(or, to the
extent permissible, file on behalf of the Lessor) any and all reports to be
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"• •. ̂Siled by the Lessor with any rederal, state or other regulators authority

,' V ~sy reason of the ownership by the Lessor of the Units or the leasinc
thereof to.the Lessee. * " •

§10. Default. If, during the cor.tinusnce of this Lease, one or
more of the following events (an "Event of Default") shall occur:

(a.) default shall be made in payment of any
amount provided for in Sections 2, 7 or 13 of this
Lease and such default shall continue for five (5)
business days; .

(b) default shall be made in payment of any
'other amount provided for in this Lease and such default

• • " shall continue for five (5). business days after written
notice from the Lessor or the Lender to the Lessee
specifying the default and demanding that the same be

• remedied;

(c) the Lessee shall make or permit any
unauthorized assignment or transfer of this Lease, or
any interest -therein, or of the right to possession of
the .Units, or any thereof;

(d) default shall be made in the observance
or performance of any other of the covenants, conditions
and agreements on the part of t'he Lessee contained
herein, in' the Consent and Agreement, continuing for
thirty (30) days after written notice from the Lessor
or the Lender to the Lessee specifying the default and
demanding that the same be remedied;

'•' . (e) a petition for reorganization under
Section 77 of-the Bankruptcy Act, as now constituted or
as hereafter amended, shall be filed by or against the
Lessee and, unless such petition shall have been dismissed,
nullified, stayed or otherwise rendered ineffective (but

. then only so long as such stay shall continue in force
or such ineffectiveness shall continue), all the obli-
gations of the Lessee under this Lease and the Consent
and Agreement shall not have been and shall not continue

'to have been duly assumed in writing, pursuant to a
court order or decree, by a trustee or trustees appointed
(whether or not subject to ratification) in such pro-
ceedings in such manner that such obligations shall have
the same status as expenses of administration and obli-
gations incurred by such trustee or trustees, within 30
days after such appointment, if any, or 60 days after
such petition shall have been filed, whichever shall be •
earlier; or

(f) any other proceedings shall be commenced
by or against the Lessee for any relief which includes,
or might.result in, any modification of the obligations
of the.Lessee hereunder, under any bankruptcy or insol-
vency laws , or laws relating to the relief of debtors,
readjustments of indebtedness, reorganizations, arrange-
ments, compositions or extensions (other than a law which



• . L-15
dees not permit any readjustments of the obligations of •
the Lessee hereunder or.under the Consent and Agreement),

. and, unless such proceedings shall have been dismissed,
nullified, stayed or otherwise rendered ineffective
(but then only so long as such stay shall continue•in
force or such ineffectiveness shall continue), all the
obligations of the"Lessee under this Lease and the
Consent and Agreement shall not have been and shall not
continue to .have been duly assumed in writing, pursuant

* to a court order or decree, by a trustee or trustees or
receiver or receivers appointed (whether or not subject

. to ratification) for the Lessee or for the property of
the Lessee in connection with any such proceedings in
such manner that such obligations shall have the same
status as expenses of administration and obligations
incurred by such a'trustee or trustees or receiver or .
receivers, within 30 days after such appointment, if any,
or SO days after such proceedings shall have been, com-
menced, whichever shall be earlier;

(g) any representation or warranty of the
Lessee contained herein shall be, when made, or, if such
representation or warranty shall.be continuing, shall
become inaccurate i n a n y material respect; . . .

then, in -any such case, the Lessor, at its option, may: • .

(£) proceed by appropriate court action or
"actions either at law or in equity, to enforce perfor-

mance by the Lessee of the applicable covenants of this
Lease or to recover damages for the breach thereof; or

(ii) by notice in writing.to the Lessee ter-
minate this Lease, whereupon all rights of the Lessee to
the use of the Units shall terminate as though this Lease
had never been made, but the Lessee.shall remain liable
only as herein provided; and thereupon the Lessor may,
by its agents, enter upon the premises of the Lessee or other
premises where any of the Units may be and take possession
of all or any of such Units and thenceforth hold, sell,
operate, lease to others and enjoy the same free from
any right of the Lessee to use the Units for any purposes
wnatever and without any duty to account to the Lessee for such
action or inaction or for any proceeds arising therefrom; but the
Lessor shall, nevertheless, have a right to recover frcm the Lessee

. any and all anounts which/ under the terns of this Lease, may be
then due or which may have accrued to the cats of such termination
(coroutine the rental for any ivvsrber of cays less than a full
rental period by multiplying the rental for such full rental period
by a fraction of which the numerator is such number of days and the
dsnoainator is the total nurJber of cays in such full rental psricc)
and also to recover forthwith frcm the Lessee as liquidated canages
for less of the bargain and net as" a penalty whichever of the
following amounts the Lessor, ir. its sole discretion, shall soscifv:
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.(x) a sum, with respect to each Unit, equal to the excess of the
present value , at the tine of such termination , of the entire
unpaid balance of all rental for such Unit which would otherwise
have accrued hsreunder from the date of such termination to the end
of the tarn of this Lease as to such Unit over the then present
valus of the rental which the Lessor reasonably estimates to be-
obtainable for the Unit during such period, such present value to
be computed in each case on the basis of 1Q% per annum discount,
compounded quarter-annually from- the respective dates upon which
rentals would, have been payable hereunder had this Lease not been
terminated, Provided , however, that in the event -that the Lessor
shall have rented any -"Unit, then the reasonably estimated rental
with respect to any such rental period shall be equal to that
rental actually obtained by Lessor during such rental period;
or (y) an amount equal to the excess, if any, of the. Casualty Valus
as of the. rental. payment date on or next preceding the date of
termination over the amount the Lessor reasonably estimates to be
the sales value of such Unit at such tirre; provided, however, that
"in the event the Lessor shall have sold any Unit, the Lessor, in
lieu of collecting any amounts payable to the Lessor by the Lessee
pursuant to the preceding clauses (:•:) and (y) of this clause (ii)
with respect to such Unit, may, if it shall so elect, demand that
the Lessee pay the Lessor and the Lessee shall pay to the Lessor on
the date of such sale,, as liquidated camagas for loss of a bargain
and not as a penalty, an amount equal to the excess, if any, of the
Casualty Value for such Unit, as of the rental payment da-e on or
next precsding the date of termination over the net proceeds of

. . " " .such sale. ' . • - " . : . • ' • . , . ' / . -

In addition, tha Lessee shall be liable, except as otherwise provided
above, for any and all unpaid amounts due hereunder before, during or
after the exercise of any of the foregoing remedies and for all reason-
able attorneys' fees and other costs, and expenses incurred by reason of
the: cccurrenca of. any Event of Default or the exercise of the Lessor ' s
remedies with respect thereto, including all costs and expenses incurred
in connection with the return of any Unit. -

remedies in this Lease provided in f aver of the Lessor
shall net be deemed exclusive, but shall be cumulative and may be exer-
cised concurrently or consecutively, and shall" be in addition to all
other remedies in its- favor existing at law or in equity. The Lessee
hereby waives (i) any mandatory requirements of law, new or hereafter in
effect, which might limit or modify the remedies herein provided, to the
extent that such "waiver is net, at the time in question, prohibited by
law and (ii) any and all existing or future claims to any offset against
the rental payments cue hereundsr, and agrees to make such payments

it hereunder upon the occurrence, of any of the contingencies set forth
herein shall not constitute a waiver of any such right upon the contin-
uation or recurrence of any such contingencies or similar contingencies.

•S 11. Saturn of Units Uccn Default. If this Lease shall terminate
pursuant tc § 10 hereof, the Lessor may, upon such further notice, if •
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any, as may be- required' for compliance with any mandatory legal require-
ments than, in force .and applicable to the action to be taker, by ths
Lesser, take or cause to be taken by its agent or agents/ irradiate
possess ion of each of the Units, and ray remove the seme frcm possession
and use of the Lessee or any other person and for-such purpose may er.ter
upon the premises of the Lessee or any other premises where the Units
ray be located and may use and employ in connection with such removal
any supplies, services and aids and any available trackage and other
facilities of the Lessee, subject to all mandatory requirements of cue
srccess of law. " . '
* %

If this Lease 'shall terminate pursuant to § -10 hereof, the
Lessee shall forthwith deliver possession of the Units to the Lessor and
shall give prompt telegraphic notice to the association of American
Railroads and all railroads having possessicn of any Unit so to return
such Units. Each Unit so delivered shall (i) be in the .same operating
order, repair and condition as when originally delivered to the Lessee,
ordinary wear and tear excepted and (ii) meet the standards then in
effect under the Interchange Rules of the Association of American
Bailreads, if applicable, or such comparable standards as may then be in
effect. For the purpose of delivering possession of any Unit or Units,
to the Lessor as above required, the Lessee shall;

.(a) forthwith and in the usual manner, place such Units upcn
such storage tracks of the Lessee or any of its affiliates or any
other railroad as the Lessor shall be able to reasonably designate,
and Lessee shall be responsible for all additional storage expanses;
' • ' . - . ' . . • • • .

(b) permit the Lessor to store such Units on such tracks at
the : risk of the Lessee without charge for insurance, rent or stor-

. . age until such Units have been sold, leased or otherwise disposed
of by the Lessor; and

• • • •

(c) transport the sans to any place on the lines of railroad
operated by ths Lessee or any of its affiliates or to any conn-act-
ing carrier for shipment, all as directed by the Lessor.

Bie- assembling, delivery, storage, insurance and transporting of the
Units as hereinbefore provided shall be at the expense and risk of the
Lessee and are of the'essence of this Lease, and upon application to any
court of equity having jurisdiction in the premises, the Lessor shall be.
entitled to a decree acainst the Lessee recuiring specific r<srformance
of the. covenants of the Lessee so to assemble, deliver, store and trans-

. pert the Units. During any storage period, the Lessee will, .at its own
cost and expense, maintain"and keep the Equipment in good order and
repair and will, permit the Lessor or any person designated by it, includ-
ing the authorised representative or representatives of any prospective
purchaser, lessee or user of any such Unit, to inspect the same. All*
amounts earned in respect of the Units after the data of termination of
thiŝ Laase shall belong to the Lessor and, if received by ths Lessee,
shall be promptly turned over to the Lesser. In the event any Unit is '
not assembled, delivered and stored, as hereinabcve provided, within SO
days' after such termination, the Lessee shall, in addition, pay to ths



Lessor for each day after such termination an amount
equal to .031627 percent of the Purchase Price of
such Unit and such payment shall not affect the obligation of
the Lessee to redeliver the Equipment pursuant'to the first
sentence of this paragraph.

Without in•any way limiting the obligation of the
Lessee under the foregoing provisions of this Section 11, the
Lessee hereby irrevocably appoints the Lessor as the agent and
attorney of the 'Lessee,.with full power and authority, at any
time while the Lessee is obligated to .deliver possession of
any Unit, to the Lessor, to demand and take possession of such
Unit in the name and on behalf of the Lessee from whomsoever
shall be in possession of such .Unit at the time.

Section 12. -Assignment; Possession and Use. This
Lease shall be assigned .in whole by the Lessor to Agent as of
the date hereof and Lessee agrees to execute a further
consent and agreement ("Consent and Agreement") confirming
Agent's lien for the benefit of Lenders in this Lease,
the Equipment leased hereunder and all proceeds of the
foregoing. All the rights of the Lessor hereunder (inclu-
ding, but not limited to, the rights under Sections 5,
7, 9 and 10 and the rights to receive the rentals payable
unser this Lease) shall inure, to the extent assigned, to the
benefit of the Lessor's assigns (including the Lender); and
the fact that the Lender is specifically named herein in
certain provisions shall not be construed as limiting the

•• rights assigned to the Lender pursuant to such assignment.

So long as no Event, of Default or event which, after notice cr
lapse of tire or both, would bscssas an Event of Default under the Lease o:
the Security Dcorrants shall have occurred and be continuing, the Lessee
shall be entitled, tc the possession and use of the Units in acccrdar.es

"with the terms of this Lease, but, without the prior written ccnsent of
' the Lessor and tha Lender ar.d further provided' that any such assigrroent

or transfer shall be expressly subordinate to the rights.of Lessor and
Lender, the Lessee shall not assign or transfer its leasehold interest
uncar this Lease in the Units or any of their.. The Lessee, at its cvn
exper.se, will promptly pay ,or discharge any and all SUITS clainsd by any
party which", if. unpaid, might becsss a lien, charge, security interest cr
"bther encumbrance (other than an encumbrance created by the ̂
Lessor, Former Lessees, or the Lender or resulting from claims
against the Lessor, Former Lessees, or Lender) upon or with
respect to any Unit or the interest of the Lessor, 'the Lender
or the Lessee therein, and will promptly discharge any such
lien, claim, security, interest or other encumbrance which arises.
The Lessee shall not, without the prior written consent of the'•
Lessor and Lender, part with the possession or control of, or
suffer or allow to pass out of its possession or control, any
of the Units, except to the 'extent permitted by the provisions
of the immediately succeeding paragraph hereof.



So long as no 2ver.t of Default or event which, after notice
or lapse of tirre or both, would beccns an Event of Default under the
Lease shall have occurred and be continuing, the Lessee shall be entitled
to the possession of the Units and' shall also be entitled (i) to the use
of the Units by it or any affiliate upon lines of railroad crwned or
operated by it or any affiliate or upon lines of railroad over which the
Lessee or any such affiliate has trackage or other operating rights or
over which railroad equip-rsr.t of the Lessee or any such affiliate is
regularly operated pursuant to contract, and (ii) to permit the use of
the units upon connecting and other carriers in the. usual interchange of.

• traffic, or pursuant to run-through acreerants, provided, however, that
the Lessee shall not assign or permit the assignir<=nt of any Unit to
service involving the regular cseraticn and maintenance thereof outside
the United States of America. . ' ..

Nothing in this § 12 shall be desnad to restrict the right of
the Lessee to assign or transfer its leasehold interest under this Lease
in the Units or possession of the Units to any railroad corporation
incorporated under the laws of any state of the United States of America
or the District of Columbia (which shall have duly assumed the obligations
of the Lessee hereunder, under the. Closing Agreement and under the
Consent and Agreement} into or with which the Lessee shall have beccns .
merged or consolidated or which shall have acquired or leased all or
substantially all the lines of railroad of tha Lessee; provided, however,
(i) that such assignee, lessee or transferee will not, upcn she effec-cive-
ness of such msrgar, consolidation, lease or acquisition be in default
under any provision of this Lease, (ii) such assignee,
Lessee or transferee shall be of a character so that after
giving effect to such merger, consolidation, lease or acquisi-
tion, the ability of the assignee, lessee or transferee to
perform the obligations of the Lessee hereunder/shall not,
in tha reasonable opinion of the Lessor and the' Lender, be

"adversely affected, and (iii) that such acquisition or lease
of railroad lines of the Lessee shall not alter in any way
the Lessee's obligation to the Lessor and Lander hereunder
which shall be and remain those of a principal and not a
surety. • .

Section 13. Renewal Options and Purchase Option.
Provided that this Lease has not been earlier terminated and

• the Lessee -is not in default hereunder or under any other agree-
ment with Lessor, the Lessee shall have the right and option
of renewal for two five (5) year extensions of the Basic Term,
subject to written notice delivered to the Lessor not less than
six (6) months nor more than nine (9) months prior to the end
of the original terra or the first extended term of this.Lease,
and provided that it is not in default, as aforesaid, the
Lessee may elect to extend the term of this Lease in respect
of all but not fewer than all of the Units then covered by th'i's
Lease, for a five-year term commencing on the scheduled expi-
ration of the original term or the first extended term of this
Lease, as the case may be. Such extension shall be on the same
terms and conditions as are'contained in this Lease, except as to
the amount of rentals, which shall be at a "Fair Market Rental"
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(as defined in this Section 13) payable quarterly in advance,
and except as to applicable Casualty Values/ which shall be
as agreed upon between the Lessor and the Lessee at the time
of such extension.

Provided that this Lease has not been earlier ter-
minated and the Lessee is not in default hereunder/ the Lessee
may, by written notice delivered to the Lessor not less than
six months nor more than nine months prior to the end of the
original term or i'any extended term of this Lease, elect to
purchase all but not fewer than all of the Units then covered
by this Lease at 'a Fair Market Purchase Price (as defined
'in this Section 13) payable at the end of the then current
term of this Lease. -

Fair Market Rental and Fair Market Purchase Price shall be
determined on the basis of, and shall be equal in amount to, the rental
or purchase price, as the case may be which would obtain in. an arm's
length transaction between an informed and willing lessee (other than a .
lessee currently in possession) or purchaser and an ir.forr.sd and willing
lessor or sailer, as the case may be, under no ccnsulsion to lease or
sell and, in such determination, costs of removal from the location of
current use shall not be a deduction frcm such rental. If, after 60
cays from the giving of notice by the Lessee of the Lessee's election to
extend the term of this Lease or to exercise its purchase option, the
Lessor and the Lessee are unable, to agree upon a determination of the
Fair Market ?.entai or Fair Market Purchase Price of the Units, the same
shall be determined in accordance 'with the foregoing definition by the
following procedure: If either party to such extermination shall have
given written•notice to the ether requesting determination thereof by
this appraisal procedure, the parties shall consult for the purpose of
appointing a qualified independent appraiser by mutual agreement. If no
such appraiser is so appointed within 20 business days after such notice
is given, either party may apply, to make such appointment, to the
American Arbitration Association, and both parties shall be bound by any

Fair Market Purchase Price, as the case may be, of the Units within 90
cays after his appointment. ' If, because of their use hereunder or other-
wise, any of the Units shall not be available for inspection at reason-
ably designated times and places, such appraiser shall be authorized and
entitled to assume in delivering his report, hereunder that such Units are
in good condition and that Lessee has fulfilled with respect thereto all
of. its obligations hereunder. If the parties shall have appointee a
single appraiser, the cetsrminaticn of "the single appraiser appointed
shall be" final. The appraisal proceedings shall be conducted in accord-
ance with the Commercial Arbitration -Rules of the American Arbitration ..
Association as in effect on the date hereof, except .as modified hereby. :
The provision 'for this appraisal procedure shall be the exclusive means
of determining Fair Market Cental and Fair Market Purchase Price and-
shall be in lieu of any judicial or ether procedure for the determina-
tion thereof, and each party hereto hereby consents and agrees not to
assert any judicial or other procedures. The expenses of the appraisal
procedure shall be borne equally by the Lessee and the Lessor.



1 S 14. Raturr. 'of Units Upon. E:-rpiraticr. of I/aase Term.. As seen -as
practicable en or after che • uamination of the tern; cf this Lease other-
wise than pursuant to § 10 hereof (and in any event not later than 90
cays after the termination cf the term, of this Lease), ths Lessee will,
at its c.vr. cost and expense, at the request of the Lessor, cause each
Unit to be transported to the point cr points listed on Schedule 2 attached
hereto as shall be designated by the Lessor at least four (4) months
immediately prior to such termination; the assembly, delivery, and
transporting of each Unit to be at the exp<ar.se and risk of 'the Lessee.
Tha assembling, deliver},', and transporting cf the Units as hereinbefore
provided .are of the essence of this Lease, and upon application to. any
court of equity having jurisdiction in the premises, the Lessor shall"be
entitled to a decree against the Lessee requiring specific performar.es
cf the covenants of the Lessee so to cause ths assembly, delivery,
'and transporting cf the Units. Each Unit returned to the Lessor pursu-
ant to this § 14 shall (i) be in ths same operating order, repair and
condition as when originally 'delivered to the Lessee, reasonable wear
and tear excepted, and (ii) meet the standards th-sn in effect under the
Interchar.gaRules of the Association cf American Railroads, if applicable,
or such comparable standards as may then be in effect. Lessee further
agrees, at Lessor's request, to pair.t over Lessee's markings.

In the event all Units are not returned to Lessor at the termina-
tion of the Leasa, Lessee shall pay to Lessor the Fair Market Rental for
each Unit not so returned for each cay from, the termination of the Lease
to the cay such Unit is returned in accordance with ths provisions of
this Section 14. The amounts to be paid under the preceding sentence
shall be due and payable on the' first day of each month subsequent to
the termination cf the Lease, such payments to be made by immediately
available funds wire transferred to a bank designated by Lessor. Lessee
shall deliver to Lessor on each data such payments are to be made a • •
statement as to the computation and correctness of such psymer.-iis.

Section 15. Recording. The Lessee, at its own
expense, will cause this Lease and any supplement thereto and
any lease assignment and confirmatory security agreement
required by Agent and Lender to be filed with the Interstate
Commerce Commission pursuant to 49 U.S.CS11303 and deposited .
with the Registrar General of Canada (and notice of such
deposit to be given forthwith in The Canada Gazette) pursuant
to Section 86 of the Railway Act of Canada. The Lessee will

rerecord whenever required) any and all further instruments requires, ay
law cr reasonably requested by the Lessor or the Lender for the purpose
of proper protection, to their satisfaction, of the Lender's and the
Lessor"'s respective rights in the Units, or for the'purpose cf carrying
out: the intention of this Lease, the Security Cooumants and the assignments
hereof and thereof to the Lender; and the Lessee will promptly furnish
to the Lender and the Lessor evidence of all such filing, registering,
depositing, recording and cthar acts which may be.rê uî ed under this S
15, and an ccinicn cr ccinions cf counsel for the Lessee with respect
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thereto satisfactory in form arid substance to the Lender and. ..
the Lesser except that such opinion shall not opine'as to the .
effect of -any filing in Canada. This Lease and the Security
Documents shall be filed with the Interstate Commerce
Commission and deposited with the Registrar General of Canada
pursuant to Section 86 of the Railway Act of Canada and pro-
vision shall be made for publication of notice of such depo-sit
in The Canada Gazette prior to the delivery and acceptance
hereuncer of any Unit. •

Section 16. -Lessee's Representations and Warranties.
Lessee represents and warrants as of the date hereof that':

(i) The Lessee is a corporation duly incor-
porated, validly. existing and in good standing under the
laws of the State of Delaware and is duly qualified to
do business .and is in good standing in such other
jurisdictions in which the failure so to qualify or be
in good standing might materially.and adversely affect
the. ability of the Lessee to perform its obligations
under this Lease. . r

.. (ii) The Lessee has full power, authority
and legal right to carry on its business as now conducted
and is duly authorized and empowered to execute and
deliver this Lease and the Consent and .Agreement
and to fulfill and comply with the terms, conditions
and provisions herecf and thereof; this Lease and the
Consent and Agreement have been duly authorized,

• . executed and delivered and, assuming in the case of
this Agreement due authorization, execution and delivery
thereof by the other parties hereto, each constitutes a
valid, legal and binding agreement, enforceable in accor-
dance with its terms. • '

(iii) There are no actions, suits or proceedings
(whether or not purportedly on behalf of the Lessee)
pending or ( to the knowledge of the Lessee) threatened
against or affecting the Lessee or any property or rights
of the Lessee at law or in equity, or before any commis-
sion or other administrative agency, which could materially
and adversely affect the condition, financial or other,
of the Lessee; and, the Lessee is not, to its knowledge,
in. default with respect to any order or decree of any ,
court or governmental commission, agency or instrumen-
tality which could materially and adversely affect the
condition, financial or other, of the Lessee.

• •

(iv) The Lessee is not a party to any agree-
. ment or instrument or subject to any charter or other
corporate restriction materially and adversely affecting
the business, present or proposed, of the Lessee, or
the operations, propertv or assets or condition, finan-
cial or other, of the Lessee.
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(v) Neither the execution and delivery
of this Lease or the Consent and Agreement,
nor the consummation of the transactions herein and
therein contemplated or the fulfillment of, or con- -
pliance with the terms and provisions hereof"and
thereof, will conflict with, or result in a breach of,-
any of. the terms, conditions or provisions of tije certi-
ficate of incorporation or the by-laws of the Lessee or
of any bond., debenture, note> mortgage, indenture, agree-
ment or other instrument to which the Lessee is new a
party or by which it or its property may be bound, or
constitute"(with the giving of notice or the passage
of time or both) a default thereunder, or result in
the creation or imposition of any lien, charge,
security interest or other encumbrance of any nature
whatsoever upon any property of the Lessee or upon
the Equipment pursuant to the terms of any such
agreement or instrument.

(vi) Neither the execution and delivery
by the Lessee of this Lease, nor the consummation
of the transactions herein contemplated or the fulfill-
ment of, or compliance with, the terms and provisions
hereof, will conflict with, or result in a breach of,
any of the. terms, conditions or provisions of any law,
or any regulation, order, injunction or decree of any
court or governmental instrumentality or arbitrator
applicable to the Lessee. ' . •

• (vii) No authorization or approval is required
from any governmental or public body or authority
having jurisdiction over the Lessee or the Equipment in
connection with the execution and delivery by the Lesses
of this Lease or the Consent and Agreement, or the
fulfillment of or compliance with the terms, conditions

' and provisions hereof and thereof or the transactions
contemplated thereby. .

(viii) The Lessee has filed all foreign,
Federal, sta-ts and local tax returns which (to
its knowledge) are required to be filed, and has
paid or mace provisions for the payment of ail
taxes which have or siay become cue pursuant to
said returns or pursuant to any assessment receiv
by it/ other than taxes which are being contested
in good faith and which in the aggregate do not
involve material amounts. ' .

(i:«) The Lessee has furnished to -the
Lessor and the Lenders consolidated balance
.sheets of the Lessee as of December 31, 1579
and related-consolidated statements of income
and retained earnings, for the year then ended;
such consolidated financial statements are
in accordance with the books and records of the

$ •«,•»£
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Lessee and have bean prepared in accordance . .
with generally^accepted accounting principles,
applied on a. consistent basis throughout the
period covered thereby and on a basis consistent
with prior periods; and such statements present ' .
fairly the .financial condition of the Lessee - •" .
.at such date and the results of its operations
for such period.. There has not been any material
adverse change in the assets, liabilities or
financial condition, of the Lessee since December 31,
1979 . .... . .

(x) The Lessee is not in default in the
payment of principal of or interest en any indebt-
edness for borrowed money or in default under anv •
instruments or agreements under or subject to which
any^indebtedness for borrowed money has been issued
or in. default under any long-term rental oblication
under which the Lessee is the lessee, and no event
has .occurred and is continuing under the provisions .
of any such instrument or agreement which' with the
lapse of time or the giving of notice or both, would
constitute an event of default thereunder, other
than defaults which would not have a material adverse .. •
effect on the Lessee's ability to perform its oblica-
tions uncp.r this Lease. " ' " • . ."'

(xi) Within twenty-one days following the
execution and delivery of this Lease, such Lease and
any lease assignment required by Agent will be deposited :
with the Registrar General of Canada (and provision
made for publication of notice of such deposit in The
Canada Gazette) pursuant to Section 86 of the Railway
Act of Canada. .

Section 17. Indemnity for Federal and Other Income
Tax Benefits; Indemnity for Improvements. It is the intent
of the Lessor and Lessee that this Lease will be recognized
as a lease for all federal, state, city and local income
taxes or franchise taxes imposed on or measured by net

• income, and that the Lease does not convey to the Lessee any
right, title or interest in the Units except as lessee and
that for United States income tax purposes (and to'the
extent applicable for state and local tax purposes) the
Lessor as the beneficial owner of the Units purchased by it,
shall be entitled to such deductions, credits and other
benefits as are provided by the Internal Revenue Code of
1954, as amended to the date hereof (the Code), to an owner
of property including, without limitation, (ij the maximum
depreciation deduction with respect to the Units authorized
under section 167 of the Code based on an amount at least
equal, to the aggregate Purchase Price of the Units purchased
by the Lessor utilizing the 12-year depreciable life prescribe<



for the Units in the Asset Guideline Class No. 00.25 in
"accordance with 167(m) of the Code, employing the-double
declining balance method of depreciation, switching to the
sum of the years-digits method when most, beneficial to the
Lessor and taking into account an estimated gross salvage
value of 20% of the basis of the Units, which will be reduced
by 10% of such basis as provided in Section 167(f) of the
Code) (such deduction being herein called the ADR Deductions);
(ii) deductions with respect to interest payable under the
Conditional Sale Agreement pursuant to section 163 of the
Code (such deductions being herein called the Interest
Deduction); and (iii) the" 10% investment credit (such credit
being herein called the Investment Credit) with respect to
the aggregate Purchase Price of the Units pursuant to section
33 and related sections of the Code.

The Lessee agrees that neither the. Lessee nor any
corporation controlled by the Lessee, directly or indi-
rectly/ will at any time take any action or 'file any .

•returns or other documents inconsistent with the foregoing
or which would increase the amount of rentals required, to be

/ taken into income by the 'Lessor over the amount specified to
be payable under the Lease on the dates due thereunder,
except as specifically provided in the Lease and
that each will file such returns/ take*such actions and
execute such documents as may be reasonable and necessary to
facilitate accomplishment of the intent hereof. The Lessee
agrees to keep and make available for inspection and copving
by the Lessor" such records as will enable"the Lessor to
determine the extent.to which it is entitled to the benefit
of the Investment Credit and the ADR Deduction with respect
to the Units. ' .

The Lessee represents and warrants that the Lessee will
not at any time during the term of the Lease use or fail to use
any Unit in such a way as to disqualify it as "section .38
property" within the meaning of section 48(a ) of the Code; and
the Lessee will maintain sufficient records to verify such use,
which records will be furnished to the Lessor within 30 days
after receipt of a written demand thereof.

If by reason of any breach of the foregoing represen-
tation or any act or omission of the Lessee or for any other
reason caused by the Lessee, the Lessor shall lose/ or shall not

'have/ or shall lose the right to claim/ or shall suffer a dis-
allowance of, or shall be required to recapture all or any portion
of, the Investmenv Credit, the ADR Deduction-or the Interest
Deduction with respect to all or part of any Unit (any such loss;
disallowance, recapture or treatment being hereinafter called a
Loss), then, unless the Lessee shall exercise its option pursuant
to the proviso contained in this paragraph, the Lessee
shall, beginning with the next succeeding rental payment
date after written notice is given to the Lessee by the
Lessor of such fact, and on each succeeding rental payment
date, pay.to the Lessor such amount or amounts as shall
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cause the Lessor's net return to equal the net return that
would h.ave been realized by the Lessor if such Loss had not -
occurred (which it is understood includes giving effect to
any federal, state or local income tax required to be paid
by the Lessor with'respect to. receipt of payments made to it .
by the Lessee pursuant to -.the operation of this paragraph)
and the Lessee" shall forthwith pay to the Lessor the amount
of any interest and/or penalties which may be assessed, by
the United States of America or any state"or local taxing
authority against the Lessor attributable to such Loss;
provided, however, that in the event of any Loss of. -the
Investment Credit, the Lessee may, in lieu of making the
payments as hereinabove provided, at its option, pay to the
Lessor on the next succeeding rental .payment date after
written notice is given to the Lessee by the Lessor of the
fact of such Loss, a single payment in an amount as shall,
in the reasonable opinion -of Lessor and agreed to by the
.Lessee, cause said Lessor's net-return to equal the net
return that would have been realized, by the Lessor if such
Loss had not occurred, (which payment shall also give effect
to any federal, state or local income tax required to be
paid, by the Lessor due to such payment), together with
\payment of any amount, equal .to any interest and/or penalties
which may be assessed by the United States of America or any
state or local taxing authority against the Lessor attribut-
able to such Loss.

Notwithstanding any other provision of this Lease,
the indemnities of the Lessee contained in this Section run
solely to the Lessor and not to any real or purported assignee
or transferee of the Lessor where such assignment or transfer
results in a taxable transaction. •

.̂.vV>. If. the deductions, credits or other benefits to
which the Lessor is entitled are increased or decreased by
a change in law (ether than a change in income tax rates)
that is effective prior to the delivery of the Units which
are affected by the change, the rental"and Casualty Value
shall be adjusted appropriately by agreement of the Lessor
and the Lessee so that the Lessor's net return shall not be
increased or decreased by reason of "such change; provided,
however, that any decreases of the rental or Casualty Value
pursuant to this paragraph shall not cause such rental or
•'Casualty Value to be less than the amounts required to
satisfy the Conditional Sale Indebtedness (as defined in the
Conditional Sale Agreement) and any interest thereon.

In the event that oavments are required of the
Lessee under this Secti '' ~ ' "' ' - - - •
increased or decreased

ion, the"Casualty Values shall be
accordingly for the purposes of this .
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Section and, upon, the subsequent occurrence of a "casualty •
Occurrence, the Lessee shall pay any increase, or be credited
with any decrease/ in such Casualty Values and paid the
amount of such decrease, by the Lessor promptly after and to
the extent of receipt by the Lessor from the Agent of the
portion of any Casualty~:Value paid by the Lessee.as a result
of such Casualty Occurrence;- provided, however, that in no
event shall such Casualty Values be reduced below the amount
required to satisfy the Conditional Sale Indebtedness.

• If a claim shall be made by the Internal Revenue
Service or any state or local taxing authority with respect
to the income"tax liability of the Lessor which, if successful,
would under this Section lead to payments by the Lessee or a
lump sum payment by the Lessee, the"Lessor (as a precondition
to receiving any such payments) shall give prompt notice of
such claim to the Lessee and shall take such action to
contest such claim as the Lessee shall reasonably request in
writing from time to time, provided, however, that within 30
days after notice by the Lessor of such proposed adjustment,
the Lessee shall request that such adjustment be contested;
and provided further, however, -that an Event of Default
shall nou be continuing under this Lease. For purposes of
this paragraph, "prompt notice" shall mean written notice to .
the Lessee not less than 30 days before the expiration of
the time period for initiating a contest of such claim. The
Lessor may in its discretion forego any administrative
appeal with the Internal Revenue Service in respect of such
claim and the Lessor may at its option, either pay the tax
claimed and sue for refund .in the appropriate United States
District Court or in the United States Court of Claims, as •
the Lessor may elect, or contest such claim in the United
States Tax Court, considering, however, in good faith such
request as the Lessee may make concerning the most appropriate
forum in which to proceed; provided, however, that the final
decision as to selection of the forum shall be solely that
of the Lessor. If the Lessor pays the tax claimed and sues
for refund, payments by the Lessee shall be required so as
to maintain the Lessor's net return in the manner and to the
extent provided in this Section, and the Lessee shall forthwith
pay to the Lessor the amount of any interest and/or penalty
assessed against the Lessor with respect to such additional
income tax; provided, however, that the Lessee shall not be
required to make any such payments unless the" Lessor agrees
in writing to apply any refund in accordance with the next
following sentence. If the Lessor receives a refund as a
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result of contesting such claim, the Lessor shall forthwith
pay to the Lessee any interest thereon paid by the taxing
jurisdiction together with the appropriate amount of any
interest and/or penalty payments which should not have been
assessed against and paid by the Lessee to the Lessor pursuant
to the preceding sentence, and the payments of the Lessee
with respect to such claim shall, beginning with the next
rental payment due after receipt by the Lessor of such
refund, be decreased to such amount or amounts as shall
cause the Lessor's net return over the term of the Lease to
equal the net return that would have been realized'by the
Lessor if additional income taxes of the Lessor in the '
amount refunded had not been paid but not below the amounts
required to satisfy the obligations of the Lessor under the
Conditional Sale Agreement. Any such- contest shall be at
the sole expense of the Lessee and the Lessee agrees to.pay

, to the Lessor on demand any expense incurred by the Lessor
in connection with such contest; and the Lessor shall have
no obligation to continue such contest in the event the
Lessee fails to make such payment within 10 days after
written demand. " ' . .

The Lessee's and Lessor's agreements .to pay any
sums which may become payable pursuant to this Section shall
survive the expiration" or other termination of this Lease.

In the event and to the extent that the cost of
any improvement and/or addition (hereinafter called Capital
Expenditures) to a Unit made by the Lessee, under and pursuant
to the terms of the Lease or otherwise, is required to be
included in the gross income of the Lessor for federal,
state or local income tax purposes at any time prior to the
time such Unit is disposed of in .a taxable transaction, then
the Lessee shall, beginning with the next succeeding rental
payment date after the date on which the Lessee is required
to furnish written notice thereof to the Lessor pursuant to
the last paragraph of this Section after said inclusion in
the Lessor's gross income is required, and on each succeeding
rental payment date, pay to the Lessor such amount or amounts
as shall, after taking into account any present or future .
tax benefits that the Lessor reasonably anticipates it will
derive from its additional investment in the Units (including
without limitation, any available current deduction, current
and future depreciation deductions and investment tax credit)
cause the Lessor's .net return to equal the net return that
would have been realized bv the Lessor if the cost of such
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'Capital Expenditures had not been includible in the Lessor'
cross income (which payment shall also give effect to any •
federal, state or local income tax required to be paid by
the Lessor due to such payment) ; provided, however* that the
Lessee shall not.'be required to make any such payments
unless the Lessor agrees in writing to contest such inclusion
if requested in writing by the Lessee and as provided in
this Section. ' •

In determining the present, or future tax benefits
to be taken into, account by the Lessor in establishing the
payments required hereby, the Lessor shall attempt to maximize
such benefits and hence minimize those payments by making
such elections (including where advantageous the applicable
asset guideline repair allowance and accelerated depreciation,
if then permitted) and utilizing such conventions and account-
ing methods as will further 'such objectives; provided,
however, that the Lessor shall not be required to make any , ,
election or utilize s.. particular convention or accounting
method if the Lessor determines, in its sole discretion but
in good faith, that in so doing it will adversely affect its
federal, state or local income tax liability determined
without regard to this transaction.

For the. purposes of this Section, the cost of
Capital Expenditures made by the Lessee shall be deemed to
be "required to be included in the gross income of the.
Lessor for federal, state or local income tax purposes" if
such inclusion, is required by (i) any provision of the Code
or state-cr local income tax law or. the applicable regulations
enacted or adopted thereunder as of the date of the Lease;
or (ii) any published revenue ruling of the Internal. Revenue
Service issued as of the date of ̂  the Lease which has not
been held invalid by a court, having appellate jurisdiction
over the federal income tax liability" of the Lessor in a
decision which has become final.

The Lessor shall not be required to contest a
.claim made by ' the Internal Revenue Service or any state or
local income" taxing authority with respect to the includability
of the cost of any Capital Expenditure in the Lessor's gross
income unless the Lessor has received an opinion from counsel
selected by the Lessee and acceptable to the Lessor that
there is a reasonable basis for contesting such inclusion.
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The Lasses agrees to make a payment to the Lessor
for any interest and/or penalties resulting from the failure
to include the cost of Capital Expenditures in its .income
tax return, such payment to be made upon demand in amount
sufficient to restore the Lessor to the same position it
would have been in had such interest and/or penalties not
been imposed; and such amount shall be determined in the
reasonable opinion of said Lessor and agreed to by the
Lessee. - . — . . • • /

The Lessee agrees that,, 'within 30 days after the
close of any calendar year (.or in the event that the Lessor '
gives the Lessee written notice that the Lessor's taxable
year closes on a date specified therein other than December
31, within 30 days after said date) in-which the Lessee has
made Capital Expenditures which are of a type or which the
Lessee believes" are of a type, or are of a type which the
Lessee has been advised by the. Lessor may be of a type,
required to be included in the gross income of the Lessor
for federal, state or local income tax purposes prior to the
time such Unit is disposed of in a taxable, transaction, the
Lessee will give written notice thereof• to the Lessor -(
describing such Capital Expenditures in reasonable detail
and specifying the" cost thereof with respect to each Unit.

Section 18. Opinion of Lessee's Counsel. Lessee
shall have delivered to Lessor and Agent upon execution of this
Lease by Lessee the opinion of its counsel"that:

(i) The Lessee is a corporation duly incor-
porated, vslidly existing and in good standing under
the-laws of the State of Delaware and is duly qualified

. to do business and is in good standing in such other
jurisdictions in which'the business and activities of
the Lessee require such qualification; or if not so guali-
'fied, its failure so to qualify in any other jurisdiction

• will not have a materially adverse effect on this Lease.
or the Consent and Agreement;

(ii) The Lessee has full corporate power,
authority and legal right to carry on its principal
business as now conducted and to perform its obligations
under this Lease and the Consent and-Agreement;

(iii) Neither the execution and delivery of
this Lease or the Consent and Agreement nor the con-
;summation of the transactions herein and therein contera-
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plated or the fulfillment of, or compliance with, the
terms and ' provisions hereof and thereof will conflict with,
or result in a breach of, any of the terms, conditions
or provisions of the articles of incorporation (as
amended) or the bylaws (as amended) of the Lessee, or
of any bond, debenture, note, mortgage, indenture, agree-
ment or other instrument to which the Lessee is now a -
party or by which it or its property may be. bound, or
constitute (with the giving of notice or the passage o
time or both) a default thereunder;

" . . - * • . . .

(iv) To the knowledge of counsel, neither the
execution' and delivery by the Lessee of this Lease or the
Consent and Agreement nor the consummation of the trans-
actions herein and therein contemplated, nor the fulfill-*
ment of, .or compliance with, the terms and provisions
hereof and thereof will conflict . with, or result in a
breach of, any of the terms, conditions or provisions of
any law, or any regulation, order, injunction or. decree
of any court or governmental instrumentality;'

(v) Except for the respective interests of
the Owner or the Lender in the Equipment under the
Lease, to the knowledge of such counsel, no mortgage,
deed of trust or other lien of any nature whatsoever,
now in existence and which now covers or affects any
property or interest therein of the Lessee, now attaches,
or hereafter will attach, to the Equipment, or in any
manner affects or will affect adversely the _ right,
title and interest of the Owner or the Lender therein;

• (vi) To the knowledge of counsel there are no
actions, suits or proceedings pending or threatened
against or affecting the Lessee-, or any of its property
rights, at law or in equity, or before any commission or
other administrative agency, which could materially
and adversely affect the condition, financial or other,

. of the Lessee, or its ability to perform its obligations
under this Lease or .the Consent and Agreement and
the Lessee is not in default with respect to any order or
decree of any court or governmental commission, agency
or instrumentality of which such counsel has knowledge;

(vii) The Lease shall be filed and recorded
with the Interstate Commerce Commission in accordance
with the requirements of the Interstate Commerce Act,
and no other filing, recordation, deposit or regis-
tration is necessary in order to protect the interest
and rights of the Owner in and to" the Lease, or in the
Equipment, in the United States of America, any state
thereof or the District of Columbia;



(viii) No authorization or approval from any
governmental or public body or authority of the
United States of America, or of any of the states thereof
or the District of Columbia is, to the knowledge of said
counsel, necessary for the execution, delivery "and
perforsiar.ee of this Lease or the Consent and Acknowledge-
ment. • . ' • • _ ' • •

Section 19. Notices. Any notice required or per-
mitted to be given by either party hereto- to the other shall
be deemed to have been : given when mailed, first class,
postage prepaid, addressed as follows: .

(a) if to the Lessor, Suite 203 Springer Building,
3411 Silverside Road, Wilmington, Delaware 19310, attention':
President; and •

(b) if to the Lessee, at 40 Beaver Street, Albany,
New York, 12207, attention: Vice President-Finance,

or addressed to either party at such other address as such party
shall hereafter furnish to the other party in writing. Copies
of each such notice to Lessor shall be given to the Agent at
Seventeenth and Chestnut Streets, • Philadelphia, Pennsylvania.

' '
Section 20. Severability; Effect and Modification, of

Lease. Any provision of this Lease which is prohibited or
unenforceable in any jurisdiction shall be, as to such juris-
diction, ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining pro-
visions hereof, and any such prohibition or unenforceability
in any jurisdiction shall not invalidate ci: render unenfor-
ceable such provision in any other jurisdiction.

This Lease exclusively and completely states the
rights of the Lessor and the Lessee with respect to the
leasing of the Units and supersedes all other agreements, oral
or written, with respect' thereto. No variation or modification
of this. Lease and no waiver of any of its provisions or con-
ditions shall be valid unless in writing and signed by
duly authorized signatories for the Lessor and the Lessee.

Section 21. Cooperation with Agent and Lenders.
Lessee agrees to tai<e such steps and execute such documents
as such Agent shall reasonably require in order to confirm
the security interest of Agent in. the Equipment and this
Lease. '- . . ..-'.•.• . • .

. Section 22. Right of Lessor to Perform. If any
event set forth in clause (d) of the first paragraph .
of Section 10 hereof occurs, the Lessor may, after the expira-
tion of any notice periods specified therein, observe or
perform any such covenants , conditions and agreements of the
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Lessee, the non-observance or non-performance of which
caused such default, in- order to cure such default. Lessee
hereby agrees that the amount of any payment mace in connec-
tion therewith and the amount of the reasonable expenses of
the Lessor incurred in connection with such observance or
performance, together with interest at the rate of 16 percent
per annum (or the maximum per annual rate of interest permitted
by law, whichever is less) on such amounts from the time such
payment shall be payable by the Lessee upon demand of
Lessor. v

the

Section 23. "Successors and- Assigns. This Lease
will bind and inure to the benefit of the respective succes-
sors and permitted assigns of the parties hereto.

.Section 24. Execution. This Lease may be executed
in several counterparts, such counterparts together constitu-
ting but one and the same instrument, but the counterpart
number one (1) delivered to the Agent shall be deemed to be
the original and all other counterparts shall be deemed dup-
licates thereof. Although for convenience this Lease is
dated .as of the date first set forth above, the actual date
or dates of execution hereof by the parties hereto is or are,
respectively, the. date or dates stated in the acknowledgements
hereto annexed. .

Section '25. Law Governing. The terms of this Lease
and all rights and obligations hereunder shall be governed by
the laws of the Commonwealth of Pennsylvania; provided , however,
that the oarties shall be entitled to" all rights conrerred
by 49 U.S~C. §11303.

Section 26. Within two (2) weeks of the execution by
both parties hereto. of this Lease, the Lessor will deliver to the
Lessee all necessary Universal Machine Language Equipment Register
(UMLER) information, so as to enable the Lessee to register the
Units with the Association of American Railroads.

IN WITNESS WHEREOF, the parties hereto .have executed
or caused this instrument to be executed as of the date
first above written. . . .; . , . • """ "" •

(Corporate Seal)

Attest:
Assistant Secretar

HELEASCO ELEVEN/ INC.

3v
President A Q

(Corporate Seal)

Att e s t :

DELAWARE AMD HUDSON RAILWAY
COMPANY , ..

B :

V

Vice President
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' ' ' STATE OF NEW YOSK:

ss. .
COUNTY OF ALBANY :

On this 23rd day of June r 1980, before me personally
appeared -D. D. MUIR , to me personally
known, who, being by me duly-sworn, says that he is' a Vice
President of Delaware and Hudson Railway Company, that one of
the seals affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed and
sealed on behalf of said corporation by authority of its
Board of Directors, and he acknowledged that the execution of
the foregoing instrument was the free act and deed of said
corporation.

•

SEAL . ' . . ^£)RGEH. KUESNBERGER^
rPubUc-otaeo nty

S™ ̂  r&̂ r /̂ c* r\̂ *T * f*?*L s— .A.-u.i U- Ui.tirs.yv.rt̂ s. :
•• • • • ss.

COUNTY OF NSW CASTLE:

. - On this '-••-". day of . ~;-y"-';,, / 1980, before me
personally appeared >/-'..:<"~'s:.(̂ £*&.> ̂-̂ ' , to me personally
known, who, being by me duly sworn, says that he is
,-'si;̂Lŷ ',i._)4 of Heleasco Eleven, Inc. , that one of the seals
affixed to the foregoing instrument is the seal of said cor-
poration, that said instrument was signed and sealed on
behalf of said corporation by authority of its 3oard of
Directors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said cor-
poration.

-...
SEAL . . . . . . . : Notiary Public

NOTARY PUBUC

My commission axpirss April .28, W83
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SCHEDULE 2 TO LEASE
CASUALTY VALUES

Rer.Cal Percentage • Rental Percentage
PayaenC of Purchase ' Peyser. £ • of Purchase

Mo. Price • No. . Price

ln£—•- ' * 111.81 ' ' 31 76.50
* I""'" • , 113.50 32 . 73.54

, 114.57 33 72.56
3 " . 1 1 5 . 0 2 - 3 4 - 71.57
4 113.99 35 70.54

• 5 • • 114. C4 .36 .- 67.3S
6 - 1 1 4 . 3 5 37 66.25
7 . • 114.88 "• 38 65.11
8 . 113.56 39 . . 63.93
g 113.95 40 60.62

,0 114.33 41 59.33
~L1 107.52 42 - 5 8 . 0 4
1 2 ' . 106.03 -43 56.71-
U 106.13 ' '44 53.29
1 4 - • ' • • - 106.21 ' 4 5 51.84
15 106.27 46 50.40
16 104-.12 47 . . ' 48.91
i? 104.04 48 45.45
13 ' 103.93 . 49 43.34
l s 96.73 - . - • : • 5 0 42.25
20; : -94.45 . 51 40.60
11 ' 94.06 • 52 37.15
2^ . 9 3 . 6 6 . 53 35.33
23 93.23 54 33.63
,4 . 90.53 55 31.86
25 . : .: 89.97 . 56 30.00
26 .89.40 57 30.00
2 7 ' . ' ; 81,74 ' 5 8 30.00
28 79.05
29 " . ' - '* 78.22
30 77.36



SCHEDULE 3 TO LEASE
DELIVERY POINTS

Upon the expiration or termination of the Lease,
the points or areas in which Lessor may designate a yard or
yards to which the Units are to be delivered are as follows

(1) Albany, New York
(2) Buffalo, New York
(3) Scranton, Pennsylvania
(4) Allentown, Pennsylvania
(5) Bethlehem, Pennsylvania

As an alternative to the foregoing, upon the expiration or termination
of this Lease, Lessor may direct Lessee to deliver the. Units to Hagerstown,
dryland for interchange to connecting carriers for furtherance beyond
Hagerstown at Lessor's expense, but only if Lessee then has. operating rights
through to such point.
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Financial Information: The Lessee will deliver or cause to be
delivered to the Lessor and to the Lender (i) as soon as avail-
able, and in any event within 90 cays after tha end of the applic-'
eble accounting, period, cooies of the consolidated balance sheet
of the Lessee as of the end cf its first, second and third cuar- .
terly accounting pericds in each of its fiscal years and copies
of the related consolidated statarrsnts of income and retained
earnings of the Lessee for the portion of its fiscal year ended
with the last cay of such quarterly accounting period, all in reason-
able detail and stating ih 'comparative fora the figures for the cor-
responding date and period in the previous fiscal year, (ii) as scon
as available, and in any event within-120 cays after the end of each
ftsr?"1 year, copies, in comparative fcm with• ths preceding fiscal
year, cf the consolidated balance sheet of tha Lessee as at the
end of such fiscal year, and of the statements or incccs and retained
earr.ir.gs cf the Lessee for 'such fiscal year, all in reasonable detail
and stating .in comparative fora, the consolidated figures as of the
end of and for the previous fiscal year, and certified by independent
public accountants of recognized national standing, (iii) as soon
as available, a copy of. each published financial report and, if
requested in writing, the Annual ?.eport to ths Interstate Ccrrrsrce
COiiraission which is required to be filed by the Lessee and (iv) with
reasonable promptness, such other data and information, as frcs; tins
to tiss nay be reasonably requested. . ' . -

• • " » ' • ' * * • " * ' ' ' ' •

f . JTJrC^LwS £ 5 ^ C D^JT—XiitS; " • • • • * . ' •

Ifcs Lessee will deliver or cause to be delivered to the Lessor
and the Lender (i) as soon as available and in any event within
120 cays after tha end of each f"1'*;.-31 ŷ -r, a certificate signed
by the President, any Vice President or the senior financial, offi-
cer of the Lessee stating that a review cf the activities of the
Lessee curing such year has been nsde under his supervision with
a.view to csterrdning whether the Lessee has kept, performed and
fulfilled all of its "obligations under the Lease and that, to the
best of his knowledge, the Lessee, curing such year, has kept

have e.xistec, specifying such default and the nature and status
thereof. . • . • • • . • • • _ " . . / • • •

• •. . • - ' - • ...

b. ê Lessee will deliver or cause to be delivered to Lessor and to
Lend-:
any
o:
such
and the nature and status thereof. For the purposes of this para-
graph, a "responsible officer" shall naasi, with respect to the sub-
ject matter of any covenant, agreer̂ mc or obligation of the Lessee
in this Lease contained, any corporate official of the Lessee who, i;
the norsal perfcr3or.es cf his operational responsibilities, would
have tacwiecss of such ratter and the rsquireaer.ts. cf this Lease

• with rescect thereto. . • . -• • -, T .-"\..- :::•'•'• - '•• .-' •..-.•••••:•:•".



DELAWARE AND HUDSON RAILWAY COMPANY
ALBANY, NEW YORK 12207

May 7, - 1980

Heleasco Eleven, Inc. .
Suite 203 Springer Building
3411 Silverside Road
Wilmington, Delaware 19810

Attention: President

Gentlemen: .
«

Delaware and Hudson Railway Company ("D&H") is willing
to repaint and restencil 150̂  .boxcars presently bearing road numbers
NSL 1555 67 through 155bSl and HOSC 250065 through 250199 , subject to
the following conditions:

(11 Price will be $600 per car.

(2.) The Lboxcars will be painted at Oneonta, New York,
to which they will be transported at tariff rates and at your expense.

(3) Acceptance by D&H of any or all of the boxcars for"
purposes of repainting and restenciling hereunder shall constitute
acceptance of delivery of said cars under the Lease of subject box-
cars which has been entered into between you, as lessor, and D&H, as
lessee, simultaneously with the date of this letter. Notwithstanding
the commencement of the Lease by acceptance hereunder, no rental obli-
gation of D&H shall commence under the Lease until the repainting con-
tracted for hereunder shall have been accomplished.

(4) D&H will cause each boxcar, delivered to Oneonta, New
York to be inspected by D&H. D&H will not repaint any such unit found
by such inspection to be unacceptable for service 'under the Lease. If
the inspection discloses defects that D&H 'can repair, D&H will notify
Heleasco of such defects, and the approximate cost of repairs. There-
after, unless Heleasco shall object, D&H will perform the necessary
repairs for Heleasco's account unless the cost of such repairs can, by
the interchange rules, be billed to National Railway Utilization Cor-
poration or a subsidiary railroad.

If the above terms and conditions are satisfactory, please • '
sign both this letter and the enclosed copy hereof where indicated,

Exhibit A
Page 1 of 2


